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ITALY: THE RATIO OF NEW NON-PERFORMING LOANS OF NFCS HAS STARTED TO RISE
AGAIN

Thomas Humblot
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Flows of new non-performing loans of Italian non-financial corporations (NFCs)! stood at 2.4% of outstanding amounts of performing loans in the fourth
quarter of 2021, from 1.4% in the third. Starting from an historically low level, the significant rise in this ratio? is due to the flows of new non-performing
loans, which increased by 67% in the fourth quarter of 2021, whilst outstanding amounts of performing loans remained relatively stable.

The increase in the ratio of new non-performing loans was more marked in certain sectors (accommodation and food service activities, construction,
electricity and gas supply, mining and quarrying). The gradual withdrawal of support measures introduced in response to the Covid-19 pandemic
(moratoria and State-guaranteed loans) explains a large part of the deterioration in the solvency of certain NFCs.

As identified in the Bank of Italy’s latest Financial Stability Report? the ending of moratoria in particular contributed to revealing the fragility of certain
NFCs. Those whose moratoria had expired represented more than 40% of the flows of new non-performing loans in the fourth quarter of 2021, from less
than 20% in the second quarter. Meanwhile, the share of NFCs still benefiting from moratoria has fallen, dropping from more than 50% to around 35%
over the same period. The consequences of the war in Ukraine, and more specifically its second-round effects, persistent bottlenecks in supply chains,
the return of inflation and the increase in interest rates are all likely to increase the ratio of new non-performing loans over the next few quarters. This
said, Italian banks have CET1 ratios and loss absorbing capacities that are significantly higher than in 2012-2013, such that the increase in risk is, for
the time being, on a completely different scale to that seen ten years ago.

1 And producer households (famiglie produttrici).
2 This ratio, calculated by the Bank of Italy, compares annualised quarterly flows of new non-performing loans to outstanding amounts of performing loans at the end of the previous quarter.
3 Bank of Italy, April 2022, Financial Stability Report

thomas.humblot@bnpparibas.com

The bank
BNP PARIBAS for a changing

world

e

X



mailto:anthony.morletlavidalie%40bnpparibas.com?subject=
mailto:thomas.humblot%40bnpparibas.com?subject=

GROUP ECONOMIC RESEARCH

CONJONCTURE

Structural or thematic topics.

EMERGING

Analyses and forecasts for a selection of
emerging economies.

Analyses and forecasts with a focus on
developed countries.

ECOFLASH

Data releases, major economic events.

ECOWEEK

Recent economic and policy developments,
data comments, economic calendar, forecasts.

ECOTV

A monthly video with interviews of our
economists.

ECOTV WEEK

A weekly video discussing the main event of
the week.

MACROWAVES

Our economic podcast.

~
«‘-:y

SCRIBE ON OUR WEB
e Economic Research web:

LLOW US ON LINKED
onomic Research lin

HOW TO RECEIVE OUR PUBLICATIONS

Published by BNP PARIBAS Economic Research

Head office: 16 boulevard des Italiens - 75009 Paris France / Phone : +33 (0) 1.42.98.12.34
Internet: www.group.bnpparibas.com - www.economic-research.bnpparibas.com

Head of publication : Jean Lemierre / Chief editor: William De Vijlder

The information and opinions contained in this report have been obtained from, or are based on,
public sources believed to be reliable, but no representation or warranty, express or implied, is
made that such information is accurate, complete or up to date and it should not be relied upon
as such. This report does not constitute an offer or solicitation to buy or sell any securities or
other investment. It does not constitute investment advice, nor financial research or analysis.
Information and opinions contained in the report are not to be relied upon as authoritative or
taken in substitution for the exercise of judgement by any recipient; they are subject to change
without notice and not intended to provide the sole basis of any evaluation of the instruments
discussed herein. Any reference to past performance should not be taken as an indication of
future performance. To the fullest extent permitted by law, no BNP Paribas group company ac-
cepts any liability whatsoever (including in negligence) for any direct or consequential loss ari-
sing from any use of or reliance on material contained in this report. All estimates and opinions
included in this report are made as of the date of this report. Unless otherwise indicated in this
report there is no intention to update this report. BNP Paribas SA and its affiliates (collectively
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BNP Paribas is incorporated in France with limited liability. Registered Office 16 Boulevard des
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